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NO  SURFACE  USE  OIL  AND  GAS  LEASE 
(Paid-Up  Lease) 


This  Oil  and  Gas  Lease  (this  "Lease")  is  made  on  November  13,  2008,  between  Pradeep  Patel, 
Agent  anT X'ney-in-Fact  for  Jayantibhai  B.  Patel ,  (hereafter  called  "Lessor,"  whether  one  or 
moreV  whose  address  is  1912  South  31st  Street,  Temple,  TX  76504  and  Vargas  Energy,  Ltd 
Rafter  called  "Lessee"),  whose  address  is  4200  S.  Hulen,  Suite  614,  Fort  Worth,  Texas,  76109. 

1  Grant  In  consideration  of  Ten  Dollars  and  other  consideration  in  hand  paid,  Lessor 
grants  and  leases  exclusively  unto  Lessee  the  following  described  land  (the  "Land  )  in  Tarrant 
County,  Texas,  for  the  sole  purpose  of  exploring,  drilling,  and  producmg  oil  and  gas  produced  from 
the  Land: 

Being  1.165  acres  of  land,  more  or  less,  Tract  U  in  the  JAMES  ROGERS  SURVEY,  Abstract  No. 
Warrant  County,  Texas,  being  a  portion  of  that  certain  100 1/11  acre  tract  described  under 
"Third  Parcel"  in  the  Deed  recorded  in  Volume  2929,  Page  102,  Deed  Recorded  of  Tarrant 
County,  Texas  and  being  those  same  lands  more  particularly  described  in  a Warranty  Deed  wlth 
Vendor's  Lien  dated  September  fi'\  1995  from  Southwest  Bank  to  Jayantmha.  B  Patel,  and  is 
recorded  as  Volume  12104,  Page  2387,  Deed  Records,  Tarrant  County,  Texas  and  amendments 
thereof,  including  streets,  easements  and  alleyways  adjacent  thereto,  and  any  npanan  rights. 

2  Mother  Hubbard  Clause.  This  lease  also  covers  and  includes  all  land  owned  or  claimed  by 
Lessor  adjacent  or  contiguous  to  the  land  particularly  described  above,  whether  the  same  be  m  sa.d 
survey  or  surveys  or  in  adjacent  surveys,  although  not  included  with  the  boundaries  of  the  land 
particularly  described  above,  including  the  minerals  owned  by  Lessor  located  in  streets,  roads,  alleys, 
easements  and  rights  of  way  adjacent  of  Lessor's  lands  described  above. 

3  Primary  Term.  This  Lease  is  for  a  term  of  three  years  from  this  date  (called  "Prirnary  Term") 
and  as  long  thereafter  as  oil  or  gas  is  produced  in  paying  quantities  from  the  Land  or  land  P°°]ri 
herewith  or  operations  are  being  conducted  on  the  Land  or  land  pooled  therew.th  as  Prov,ded  herem. 


5.  Royalty. 

As  royalties,  Lessee  agrees: 

To  deliver  ftee  of  wist  to  Lessor  at  the  wells  or  to  &e  * 
th,  pipeUo.  »  which  to**.  »y  he  *  ESS  ^ 

area  in  which  the  Land  is  located. 

To  oav  Lessor  for  gas,  including  all  gases,  liquid  hydrocarbons  and  their 

all  gas  produced  from  the  Land  for  all  operations  hereunder. 

Lessor's  royalty  will  bear  its  proportionate  share  of  all  severance Production 
taxes  an<Sl  reasonable  costs  and  expenses  necessary  to  compress,  transport,  process 
or  treat  gas  produced  from  the  Land. 

The  receipt  by  Lessee  fe-P^tSStSC* 
production  for  distribution  to  Lessor  ml  ^t^»  ^^ffii  for  tte  benefit 

^rso^s^.^^-^u 

royalties  due  Lessor  together  with  interest  if  not  timely  paid. 


6.  Operations. 


(a)  If,  at  the  expiration  of  * ,  Pnma, £ £  £  ^^o^T 
the  Land,  but  Lessee  has  commenced  operation^ ;  for  to dn ing 
lands  pooled  therewith,  the  consecutive 
thereafter  as  operations  are  earned  out  witii i  no  cessation  «  shall  remain  in 

Sa=;^^ 


commence,  and  thereafter  prosecute- falling  o  ^J^^  with  no  cessation 
St  to  restore  production  in  production>  to  tease 

otherwise  maintained  in  force. 

governmental  rites  or  ^ 
oe  set  forth  in  this  Lease  ^^^^Zoa^  difficulty  securing  surface 
in  the  vicinity  may  be  limited  and  Lessee Therefore,  since  dnllmg, 
location©  for  drilling,  reworking  or  otor  allowed  on  the  Land  or  other 

reworking  or  other  operations  ^«^™e«tions  conducted  at  a  surface  location 
leases  in  the  vicinity,  it  is  ^.^^Sd Ts Tooled  in  accordance  with  this  Lease, 
off  of  the  Land  or  off  of  lands  with  "^.^directional  well  for  the  purpose  of 
p  Ivided  that  such  operations  are  >^^^SLa  or  lands  pooled 

7  surfaced.  ^r^os^^^Z^^ 
fSd  for  any  purpose,  but  Lessee  «  f  ^™  My  diLtional  drillmg 
beneath  the  Land  that  are  conducted  onto  surface ol  ft£  t 

mUst  penetrate  the  Land  sufficient^ ^below  tosurt  nt 
or  future  use  of  the  surface  of  the  Land m    200  feet  below  the  surface.  A 
may  the  directional  drilling  penetrate  the  ^^™nsidered  to  be  located  on  the  Land. 

Sona!  well  ^T^^^SiS^       b*  sha"  <"»  M  ** 
8.  Shut-inRoyalty.  ^ ^ ^e ^rim^ term 

on  this  Lease  or  on  acreage  pooled .  therewrth  Potherwise  being  maintained  m 

quantities,  but  gas  is  not  bemg  sold,  and  *'^s  royalty,  in  advanCe  an  annual  shut-m 
U  force  and  effect,  Lessee  steU  pay to  Lease.  Payment  with  respect 
royalty  of  an  amount  equal  to  $10  per  acre  covereu  m     ^  en(J  of  we 

oya  well  will  be  due  within  ^  nt  Shut-in  Royalty  payments  wrU 

primary  term,  whichever  is  the  ^^^"^  of  the  first  Shut-in  Royalty  VW*f 
Stoon  or  before  the  anniversary  date of  to  date  of ^      ^  ^         deemed  t0 

bSd^^ 


it  „f  t  usee's  failure  to  make  a  shut-in 
failure  and  this  Lease  shall  not  terminate  as  a  "T^S*  payment  within  60  toys 
oSTaymentume^ 

from  fte  receipt  of  written  noUce  from  Lessor    ^  PJ       deUvered  t0  ihe  parties 
Ss  paragraph  may  be  made  by  the  ch^  of  Lessee ^ 

entitled  thereto  on  or  before  the  aue  a**  .        be  exercised  by  Lessee  grvm& 

when  the  drilling  operations  are  completed. 


when  tne  amuus   

9  Pooling.  I^^^-^rC^^n 

Ld  with  other  land  or  leases  in  &  ^  &  shall  not  exceed  40  acres, 

production  of  oil  and  gas  or  either  f^™**™^  320  acres,  plus  a  tolerance  of 
Phis  a  tolerance  of  10%,  and  umts  fo  S^g^g jurisdiction  prescribes  or  permits  a 
10%,  provided  that  if  a  governmental ^uftonty  hav  g^  gd  hereunder> 

unit  for  the  drilling  or  operation  of  a  well  to  be  arger  m  ibed  0r  permitted 

"units  created  thereafter  ^.^^SSSmSi^  as  defined  in  the  Rules  of 
bv  the  governmental  authority .  If  toe  well  is  a  mot  ^  permitted  by 

Kexas  Railroad  Commission,  the  w it  may ^conttun  ^ ^  ^  ee 
Rule  86  of  the  Texas  Railroad  Commission Jtaunrt ™         ^  ^  a  document 
files  in  the  Real  Property  Records  rfjrj^  ^  Lessee  will  deliver  a  copy 
describing  the  pooled  acreage  ^t^™n^qUest.  Lessee  may  at  its  election 
of  the  document  creating  the  unit  to ^Lessor, ^  *  ^       tions.  operattons  for 
exercise  its  pooling  option  before  o[  *  *;3a  £oled  unit  that  includes  land 
drilling  on  or  production  of  oil  or  gas  from an^£  °^  P      roduction  of  oil  or  gas 
covered  by  this  Lease  shall  be  considered _as  opewhons  on    P        ^  ^  ^ 

from  L  portion  of  the  Land  included  in  ^VoM^^  or  either  of  them,  gas 
wLluded  in  the  unit  that  prorated  portion  of  ^the  oiU ma  g  ,  m 

Xc^ 
financial  reasons). 


by  thislease,  whether  or  not  ownedby  Lessor, 

provided.  Lessor's  rights  and  ^^^^^^f^^Le  staU  have 
Lees  or  other  Hens  or  interests  against  the  ^^XK^fJ^r  maturity,  and 
the  right  at  any  time  to  pay  or  ^^£^^S^ori*d  to  deduct  all 
Lessee  shall  be  subrogated  to  the  rights  of  the  ho  "reot  a 
amounts  so  paid  from  royalties  or  other  payments  which  may  become  pay 
and/or  its  successors  and  assigns  under  this  Lease. 

12.  Notices. 

sent  by  certified  letter,  return  receipt  requested  p  operiy  ~se^a(he  ld<kesses 
party. 

amount  0155,000,000. 

wmmrn* 

SURVIVE  THE  TERMINATION  OF  THIS  LEASE. 
Texas. 

16.  Miscellaneous  Provisions. 

In  the  event  this  Lease  expires  for  any  reason  as  to  allor  ^  part  of  Je  Land, 
Lessee  shall,  within  60  days  thereafter,  furnish  Lessor  with  a  written,  record 
covering  all  of  the  Land  or  that  portion  of  the  Land  to  be  released. 


Nothing  in  this  Lease  negates  the  usual  implied  covenants  imposed  upon  Lessee. 
Lessee  will  conduct  all  <^>^ZZ^£%t!^ 

operation  on  the  Land. 

The  terms  "production"  and  "producing"  W^£j^£«d 
paying  quantities.  No  obligation  of  Lessee  to  pay  money .under  tins  L^e  ^ 
or  delayed  by  reason  of  Force  Majeure.  ^  s  obh  g^^X^  used  in  this 

intent  to  do  so  is  expressly  stated  in  the  document. 

This  Lease  binding  upon  and  for  the  ^«^MB*** 

respective  heirs,  personal  representatives,  successors,  and  assigns. 


Executed  on  the  date  first  written  above. 

LESSOR: 


T.iy  wihhai  B.  Patel 
ByT^Sfcy-i»-FactforJayantibhaiB. 


Patel 


Signature 


STATE  OF  C ^l'^"'^ — 
COUNTY  OF  L&sjteffks 


